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Acquisition of services has become an increasingly significant component of procurements in
the Department of Defense (DoD). From 1992 through 1999, DoD procurement of services
increased from $39.9 billion to $51.8 billion. In 1999, total dollars spent on services equaled the
amount spent on supplies/systems. As this trend is expected to continue, we have a
responsibility to acquire services with the most efficient practices and processes.

Performance-Based Services Acquisition (PBSA) strategies strive to adopt the best commercial
practices and provide the means to reach world-class commercial suppliers, gain greater
access to technological innovations, maximize competition, and obtain the best value to achieve
greater savings and efficiencies. DoD has developed this guidebook as a cooperative effort
among the components to help the acquisition team, and any other stakeholder, better
understand the basic principles of PBSA and better implement performance-based
methodologies into services acquisitions.

This guidebook has the following goals:

» to promote performance-based strategies for services acquisitions throughout the
Department of Defense;

 to educate the acquisition workforce and highlight the key elements of performance-
based services acquisition;

* to encourage innovative business practices within the DoD acquisition process;

» to promote use of the commercial market place;

* to increase awareness that performance-based services acquisitions require participation
from all stakeholders (the users, acquisition workforce personnel and industry) to ensure the
requirement is adequately satisfied.

It is vital that all stakeholders understand the importance of their role in the PBSA process.
This process is comprehensive, and must include the user and many different functional team
players (i.e., financial managers, legal advisors, program (project) managers, contracting
officers, and contract specialists (buyers), etc.). It is essential that industry also be a key
participant especially, but not only, when the requirements are complex (to the maximum extent
practicable).

As the Department of Defense adopts more commercial business practices, we must also
transition to an emphasis on overall business management, rather than a sole focus on contract
management. DoD is committed to continually evolving the acquisition workforce by providing
the necessary training and tools to operate in this new environment. Efficient and effective
buying practices, such as PBSA, will help leverage limited resources in order to meet the many
difficult challenges the Department faces.

J.S. Gansler
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TOP-LEVEL GUIDING PRINCIPLES

Use performance-based methods to the maximum extent practicable for acquiring
services.

Encourage commercia contractorsto conduct businesswith DoD by using the comple-
mentary strategiesof fixed-price, performance-based commercia serviceacquisitions.

Utilize a multifunctional acquisition team to the maximum extent practicable, and
support it with aknowledge management infrastructure.

Realize that early planning is essential in determining requirements and assessing
market conditions. Be sureto include the user and as many relevant acquisition team
membersas possiblein thisplanning.

Understand that Performance-Based ServicesAcquisition (PBSA) isnot a“onesize
fitsall” process; and, to maximizereturnsfor all stakeholders, acquisition strategies
should betailored on the basis of experience, market research, and risk.

Strive to define requirements in clear, concise language. Focus on specific work
outcomes and ensure that they are measurableto the fullest extent.

Remember that templatesare only apartial solution. Samplework statements should
beindividualy tailored to the requirement; and, for more complex requirements, work
statements should be uniquely crafted.

Seek industry comment and suggestionsregarding performance objectives, standards,
and incentivesthrough market research, public meetings, and draft solicitations.

Useincentivesto motivate a contractor to achieve performancelevels of the highest
quality consistent with economic efficiency. Ensure that the incentives are effective
and that they reflect value, both to the government and to the contractor.

Focus on the outcome rather than on the contractor’s processes when developing a
contractor performance assessment (the process known as* quality assurance”). Also,
concentrate on having insight into the contractor’s performance, not having oversight.

Ensurethat the periodic assessment of contractor performance emphasizes clear com-
muni cation, encourages and maintains high standards of performance, andisconsis-
tent with past performance assessments.
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INTRODUCTION

PoLicy

“Itisthe policy of the Department of Defense that (in order to maximize performance, innova-
tion, and competition — often at a savings) performance-based strategies for the acquisition of
services are to be used wherever possible. [Punctuation added.] While not all acquisitionsfor
services can be conducted in a performance-based manner, the vast majority can. Those cases
in which performance-based strategies are not employed should become the exception. In
order to ensure that the Department continually realizes these savings and performance gains,
the DoD establishes, at aminimum, that 50 percent of service acquisitions, measured in both
dollars and actions, are to be performance-based by year 2005.” —Under Secretary of De-
fense, Acquisition, Technology & Logistics (USD (AT&L)), April 5, 2000.

PBSA DEerINITION

Performance-Based ServicesAcquisition (PBSA) involves acquisition strategies, methods, and
techniques that describe and communi cate measurable outcomesrather than direct performance
processes. It isstructured around defining aservice requirement in terms of performance objec-
tivesand providing contractorsthe latitude to determine how to meet those objectives. Simply
put, it isamethod for acquiring what isrequired and placing the responsibility for howitis
accomplished on the contractor.

To be considered performance-based, an acquisition should contain, at aminimum, thefollowing
elements:

1. PerformanceWork Statement — The Performance Work Statement describestherequire-
ment in terms of measurable outcomesrather than by means of prescriptive methods.

2. Measurable Performance Standards— To determine whether performance outcomes
have been met, measurabl e performance standards define what is considered acceptable
performance.

3. Remedies— Remedies are procedures that address how to manage performance that does
not meet performance standards. While not mandatory, incentives should be used, where
appropriate, to encourage performance that will exceed performance standards. Remedies
and incentives complement each other.

4. PerformanceAssessment Plan — This plan describes how contractor performance will be
measured and assessed against performance standards. (Quality Assurance Plan or Quality
Assurance Surveillance Plan).



OBJecTivESoF PBSA

By describing requirementsin terms of performance outcomes, agencies can help achievethe
following objectives:

Maximize Performance—BY following its own best practices, acontractor can deliver the
required service. Sincethe primefocusison the end result, contractors can adjust their processes,
asappropriate, throughout thelife of the contract without the burden of contract modifications.
Thisadjustment may be done aslong asthe delivered service (outcome) remainsin accordance
with the contract. The use of incentivesfurther motivates contractorsto furnish their best perfor-
mance.

Maximize Competition and | nnovation —Encouraging innovation from the supplier base by
using performance requirements maximizes opportunitiesfor competitive alternativesin lieu of
government-directed solutions. Since PBSA allowsfor greater innovation, it hasthe potential to
attract abroader industry base.

Encourage and Promote the Use of Commercial Services— The vast majority of servicerequire-
mentsare commercial in nature. Use of Federal Acquisition Regulation (FAR) Part 12 (Acquisition
of Commercial Items) procedures provides great benefits by minimizing the reporting burden and
reducing the use of government-unique contract clauses and similar requirements, which can help
attract abroader industry base.

Shift in Risk —When contractors become responsible for achieving the objectivesin thework
statement through the use of their own best practices and processes, much of therisk isshifted from
the government to industry. Agencies should consider thisreality in determining the appropriate
acquisition incentives.

Achieve Savings— Experience in both government and industry has demonstrated that use of
performance requirementsresultsin cost savings.

PBSA Team

The PBSA team should be a customer-focused, multifunctional team that plans and manages
service contracts throughout the life of the requirement. The requirement may befor asingle
function or for multiple functions. Estimated dollar val ue should not be the sole determinant of
the amount of effort devoted to the acquisition. Previously, it was common for contracting and
other functional expertsto work independently in acquiring services. This practice should bea
thing of the past. It isessential that all stakeholders— users/customers, acquisition personnel,
and industry — be involved throughout the service acquisition life cycle, from the require-
ments analysis phase through contract award and administration. The duties, expertise, and
contributions of each PBSA team member are important to the success of a service acquisition.
As noted below, many functional experts can make up an acquisition team. (Note: The de-
scription of their dutiesisnot all-inclusive.)



Customer/User — The customer/user isresponsiblefor defining the requirement, including an
assessment of therisk that the government might assumewhen relying on commercia specifications,
common marketplace performance, and quality standards. Thisindividual also playsanimportant
rolein deciding what trade-offs can be made when considering acommercially available service
to fulfill an agency requirement.

Technical Specialist/Project Manager/Program Manager — Asthe principal technical expert,
thisperson isusually the most familiar with the requirement, best ableto identify potential technical
trade-offs, and most capable of determining whether the requirement can be met by acommercial
solution.

Contracting Officer/Contract Specialist — Asthe principal business advisor and principal agent
for the government, this person isresponsiblefor devel oping the solicitation, conducting the source
sel ection, and managing the resultant contract and business arrangement. Thisindividual researches
contractsin the marketplaceto identify general business practices such ascommercial termsand
conditions, contract type, bid schedule break out, and the use of incentives.

Cost/Price Analyst — The cost/price anayst analyzes and eval uates financial price- and cost-
based data for reasonableness, completeness, accuracy, and affordability. Alternatively, some
agencies utilize cost engineering personnel from within an engineering division to conduct
cost/price analysisfrom atechnical standpoint.

Performance Assessment Personnel (Quality Assurance Personnel) — Performance assessment
personnel are known by many names, such as Quality Assurance Evaluators (QAESs), Contracting
Officer’s Representatives (CORs), or Contracting Officer’s Technical Representatives (COTRS),
but their duties are essentially the same. They serve as on-site technical managerswho assess
contractor performance against contract performance standards. Performance assessment personnel
areresponsiblefor researching the marketplace to remain current with the most efficient and
effective performance assessment methods and techniques.

Small and Disadvantaged Business Utilization (SADBU) Specialist — The SADBU specialistis
the principal advisor and advocate for small businessissues. Also serves asthe liaison with the
Small BusinessAdministration (SBA).

Finance/Budget Officer — The finance/budget officer isan advisor for fiscal and budgetary
issues.

L egal Advisor — This person ensuresthat the commercial practices and termsand conditions
contemplated are consistent with the government’slegal rights, duties, and responsibilities; reviews
documentsfor legal sufficiency; and advises on acquisition strategies and contracts.

Miscellaneous Others— Personnel from outside the agency may be useful, depending on their
areaof expertise. These peopleinclude personnel from agencies such asthe Defense Logistics
Agency, the Defense Contract Audit Agency, the Defense Finance and Accounting Service, the
Defense Contract Management Agency, and the Environmental Protection Agency, etc.



THE BuUsiNESS RELATIONSHIP WITH THE CONTRACTOR

A positiverelationship between the government and the contractor isessential infulfilling aperfor-
mance-based requirement. The agency’srelationship with prospective and performing contractors
should be onethat promotes astrong and positive business alliance to achieve mutually beneficial
goals, such astimely delivery and acceptance of high-quality services, through the use of efficient
business practices. Thosein business rel ationships shoul d seek to create a cooperative environment
to ensure effective communication between the parties, teamwork, cooperation, and good-faith
performance. These goal sareimportant for meeting mission objectives and resolving conflictsand
problems. Each party should clearly understand the goal's, objectives, and needs of the other. Itis
essential that government and industry personnel work together as ateam to communicate expecta-
tions, agree on common goals, and identify and address problems early in the processto achieve
desirable outcomes.



MARKET RESEARCH

| NTRODUCTION

Market researchisthe process of collecting and analyzing information on commercial capabilities,
processes, pricing, incentives, warranties, and delivery and other standard termsand conditions.
Thisinformation isneeded in order to determine the suitability of the marketplacefor satisfying a
need or requirement. The ultimate goal of market research isto help the acquisition team members
to becomeinformed consumers. Information derived from market research will help the acquisi-
tion team devel op the optimum strategy for meeting the requirement. Thissection will focuson
market research asit appliesto PBSA.

BeENEFITSOF M ARKET RESEARCH

» Helpsdeterminewhether the serviceiscommercially available.

» Helpsthe acquisition team understand what alternative sol utions the marketpl ace can provide.

* Providesinsight, on occasion, regarding potential price expectations.

» Helps specify or describe agency needs.

» Servesasthegateway for keeping abreast of the latest in technology and current market
trends.

» Assistsinoverall acquisition planning.

M ARKET RESEARCH AND THE PBSA PRrRocESss

Thereisno single stand-alone step for market research in the PBSA process. Market researchis
acontinuous process that should be revisited throughout the acquisition life cycle. Consider the
following:

Preaward: Before any documents, such asthe performance work statement, are devel oped, market
research should be conducted to obtain information about alternative solutionsthat may be avail-
ablefrom the marketplace today. Once the requirement has been thoroughly analyzed (as described
in the preceding section) market research isalso useful in devel oping, validating, and refining the
performance requirements summary for the performance work statement.

Postaward: Some commercial market areas and their practices are continually evolving, being
reshaped, and responding to varioustrendsin the market, e.g., information technology. Therefore,
market research isuseful after contract award asit ensuresthat the current acquisition strategy or
business arrangement remains effective in terms of price, schedule, and technical excellence.

RoLEs AND REsPONSIBILITIES IN MARKET RESEARCH

Since market research should address both business and technical considerations of arequire-
ment, it requires the active participation of all acquisition team members as appropriate. These
considerations might include technical approaches, common quality controls, contract struc-
ture, and standard industry terms and conditions. Therefore, when market research is being
conducted, all members of the acquisition team should participate in their particular area of
expertise.



CoNDUCTING M ARKET RESEARCH

There are no specific procedures for performing market research; it should betailored or
adjusted to each acquisition. Different kinds of servicesmay call for different approaches. The
objectiveisto becomewell informed about the particular serviceindustry that will providethe
requirement. Therefore, the key isto be creative, yet thorough. While the following sugges-
tions are not the only means of accomplishing market research, they are worthy of your con-
Sideration:

» Determinewhat information is necessary. (What do | need to know, and what kinds of ques-
tionsdo | need to ask to obtain the desired information?)

 Locateinformational sourceswhereyou might find specific pointsof contact to start market
research, such asthe Internet, industry associations, trade journal s, and sources-sought synop-
ses. Develop sources of information through group brainstorming; it may require more than
one brainstorming session.

» Definealist of sourcesand eventually narrow it down to government and industry contacts
that can provide specificinformation relevant to satisfying the requirement. Appendix G sets
forthalist of Internet sitesthat may assist the acquisition team.

» Develop survey questions. By doing so, you will be able to consider and capture al those
itemsrequiring investigation and research.

» Usethesurvey questions asascripted point of referencefor interviewing sources. Set atime
line and discussyour resultswith the acquisition team.

SAMPLE SURVEY QUESTIONS

» What isthenormal length of acontract for contemplated services? Arethere any special terms
and conditions?

» Which services should be required on site? Which services can be provided off site?

» What kinds of factorsare used to evaluate service providers?

» What kindsof performanceincentivesare used?

* What kindsof performance assessment methods are commonly used?

* Who are your frequent customers? (Try to get apoint of contact.)

» Who owns or furnishes needed equipment and supplies?

* What arethe common qualifications of the people who are providing the services?

The answersto these questionswill help you build performance objectives, performance standards,
and other elementsin the PBSA process; or they will at |east make you better informed. The more
the acquisition team knows about the particul ar serviceindustry, the morelikely theteam will be
ableto articulate the requirement in performance-based terms.

Keep in mind that contractors or vendors are not required to provide any information. Any infor-
mation givenisstrictly voluntary. Asarule, information on standard commercial practiceswill not
be proprietary. However, if vendors provide any information that they consider proprietary, agen-
ciesmust afford the same protection to that information that they afford to proprietary information
submitted as part of aproposal.



Tips:

Review theresults of recent or previous market research. Consider resultsfrom other agencies
that have acquired similar services.

Start early and involve all key playersin the acquisition process.

Contact knowledgeable individualsin the government and industry. Discuss rel evant best
practicesand acquisition strategies.

Obtain sourcelistings (yellow pages, Internet Websites, etc.).

Review any known government and commercial databases.

Publish formal Requests For Information (RFIs) in the Commerce Business Daily (CBD) or
in other electronic posting systems. However, keep in mind that the CBD may not be the best
mode for reaching those commercial companiesthat normally do not do businesswith the
government.

Review vendor publications/catal ogs.

Host presolicitation industry exchanges commensurate with the size and complexity of the
requirement.

Keep current with industry solutionsin your areaof expertise by attending symposiums, trade
shows, etc.



DEVELOPING A PERFORMANCE-BASED WORK STATEMENT AND
ESTABLISHING MEASURABLE PERFORMANCE STANDARDS

| NTRODUCTION

Thekey to using performance-based methodol ogiesis describing requirements as outcomes and
not in terms of how to accomplish the requirement. Therefore, aperformance-based work state-
ment must be carefully structured to ensure that the requirement is articulated in thismanner.
Accordingly, the acquisition team will conduct a series of in-depth analysesto understand the
requirement fully so they can articul ate the desired outcomes.

PERFORMANCE REQUIREMENT ANALYSIS

Developing aperformance work statement involves aseriesof analysis-oriented stepsto help
identify and define the requirement. These steps are listed below:

1. Definethe desired outcomes. What must be accomplished to satisfy the requirement?

To define desired outcomes, list what needsto be accomplished to satisfy the overall require-
ment from a top-level perspective. Using an interviewing or brainstorming approach with the
customer (user) to determine all dependent variables (what, when, where, who, quantity,
quality levels, etc.) will ensurethat al unique requirements have been considered. For some
requirements, you may simply review previousrequirementsfor validity and accuracy. Ex-
amplesof thisapproach follow:

Custodial requirement

* clean officeadministration building
* cleanofficetraining building

* cleanofficephysicslab

Pre-hardware devel opment
conceptual design
component devel opment
design

fabrication

testing

reporting requirements

2. Conduct an outcome analysis on the basis of the desired outcomes (defined in step 1) to
identify performance objectives. What tasks must be accomplished to arrive at the desired
outcomes?

Anoutcomeanalysisisthe processthat identifies specific performance objectivesfor those
outcomes defined in the previous step. Performance objectives are the specific servicesthat
are defined in terms of the outcomes, which you want performed and delivered by the con-



tractor. Thisstep differsfrom the previous step — it goesinto greater detail and expandsthe
analysisbeyond thetop-level perspective. The goal isto describe adequately what is expected
to accomplish the requirement (not how to accomplishit).

You should start by segregating desired outcomesinto lower task levelsand linking those
taskstogether into alogical flow of activities. Using atree diagram to outline each of the basic
outcomes (those top-level perspectives) isrecommended in order to ensurethat you have
considered all critical elementsof the requirement. Appendix A shows atree diagram that
illustratestheintent of this step.

Tips:

» Keepinmindthat aperformance objective (aneed to get into greater detail) may not be
required for each task specified, especially those tasks at the lower levels. The performance
objective of lower tasksmay be inherent in the higher-level tasks and, thus, may be captured
at that higher level. You should go only aslow as needed to describe the requirement ad-
equately.

» Ensurethat each performance objectiveis necessary and carefully chosen. Try not to make
any performance objective unduly burdensome or restrictive. Restrictive performance objec-
tivesare often pricey and may result in delivery of unnecessary requirementsat ahigh price.
However, if it isabsolutely necessary in order to meet the mission, proceed accordingly.

3. Conduct a performance analysis on the basis of the performance objectives (identified in step
2) toidentify the appropriate performance standards and A cceptable Quality Levels (AQLS) .
When or how will I know that the outcome has been satisfactorily achieved, and how much
deviation from the performance standard will | allow the contractor, if any?

A performance analysisisaprocessthat identifies how aperformance objective should be
measured and, thus, what performance standards, e.g., timelinessor quality levels, are appro-
priate and reasonablefor that particular performance objective. In thisstep, you may also
identify AQLSs, also known asthresholds. Performance standards and AQL s are very impor-
tant because they identify acceptable levelsof performance. Devel oping and setting perfor-
mance standards and AQL s are judgment calls, based on the needs of the mission, available
expertise, and market research. The members of the acquisition team should work closely
with each other when devel oping standards and AQLs. See Appendix C for examples of
performance standardsand AQLs.

AQLsconstituteaminimally acceptablelevel of performanceand aretypically stated asa
percentage of required conformances (e.g., clean 95 percent of thetime) or asanumber of
permissible deviations (e.g., one error per x time period). In developing AQLS, you are
asking, “What minimum level of quality do | need to meet my mission needs?’ Keep in mind
that not every performance standard may have an AQL . When a performance standard does
not include an AQL, you are stating that no deviations are allowed in meeting the perfor-
mance outcome (seethetips below).



Tips:

Exercise carein establishing AQL sfor performance standards. Often, the closer to 100
percent perfection required, the higher the price. It isalso important to ensure that perfor-
mance standards are measurable. Think carefully when establishing a 100 percent standard (or
not establishing deviations) sincethisthreshold can directly affect the price. AQL s (thresh-
olds) of 100 percent can be unreasonable or unrealistic for some performance objectives.
However, if the performance objectiveiscritical (for instance, if it coversalife-threatening
matter), 100 percent is acceptable. Conversely, if the AQL isset too low, it could act asa
disincentiveto good contract performance.

Market research may be helpful for thisarea. It might reveal that aparticular service areamay
have specific, commercially acceptabl e performance standardsthat are expressed interms
other than percentagesor deviations. It isgenerally wiseto use commercial standards unless
otherwiseinappropriate for the requirement. You might find it necessary to establish your own
performance standards. It'sagood ideato employ industry input or review of agency stan-
dardsto ensure that measures arerealistic and effective. Thismay be accomplished through
public meetings, public comment on proposed standards, or draft solicitations. The contracting
officer should serve as a business advisor to guide the team on the use of commercial perfor-
mance standards.

ExAMPLES OF PERFORMANCE STANDARDS

Responsetimes, delivery times, timeliness— meeting deadlines or due dates, adherenceto
schedule.

Error rates— number of mistakes/errorsallowed in meeting the performance standard.
Accuracy rates— similar to error rates, but most often stated in terms of percentages.
Completion milestone rates— x-percent complete at agiven date.

Cost control — keeping within the estimated cost or target cost. Appliesin cost-reimburse-
ment contract arrangement.

PErRFORMANCE REQUIREMENTS SUMMARY

The desired outcomes, performance objectives, performance standards, and AQL sthat have been
devel oped through the previously explained analyses are then documented in a Performance
Requirements Summary (PRS). (See Appendix B for asample PRS matrix.) The PRSwill be the
baseline for the performance work statement. PRSs should be brief and should capture the salient
elements of the requirement. In the actual performance work statement, the acquisition team will
elaborate on and describe the requirement in greater detail. The ultimate goal isto describethe
requirement in away that allows an offeror to fully understand what will be necessary to accom-
plish therequirement. (Appendix C contains severa samplesof PRSs.)

NOTE: Many of the samplesin Appendix C come from various agencies and other sources.
Performance objectives and performance standards are sometimes combined in one tasking
sentence. Likewise, performance standards and AQL s can also be combined. Thereisno
preferred format. Agencies should ensure only that PRSs and performance work statements
fully communicate the expectation using the appropriate performance-based service acquisi-
tion elements.
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PeErFORMANCE WORK STATEMENT (PWYS)

In the actual work statement, the acquisition team will elaborate on the contents of the PRS and
describethe requirement in such away that offerorswill be ableto understand fully from their
point of view, what will be necessary to accomplish the requirement. Issuing adraft PRSisalways
agood way of obtaining industry feedback needed to achieve the best-quality work statement.
Expect the PWSto evolve asaresult of thisfeedback. It isalsoimportant to allow adequate time
for meaningful exchangeswith industry. (See Appendix H.)

M ANPOWER REQUIREMENTS AND L ABOR CATEGORY DESCRIPTIONS

Asreiterated throughout this guidebook, the key to performance-based acquisition is describ-
ing requirementsin terms of measurable outcomes and not in terms of how to accomplish the
requirement. Thisapplies equally to labor category descriptions.

Previously, manpower requirements were commonly prescribed in terms of “required number
of bodies” or by using other qualifiers such as college degrees or specific years of experience.
Prescribing manpower requirements limitsthe ability of offerorsto proposetheir best solu-
tions, and it could preclude the use of contractors' qualified personnel, who may be well suited
for performing the requirement but may lack, for example, acollege degree or the exact years
of specified experience.

Instead, the requirement should be described in away that allows offerors to meet the require-
ment by applying alternative sets of resources. Offerors can then propose their best solutions
for manpower requirements, in accordance with the described requirement. Once the offeror
submitsits proposal, the acquisition team will eval uate the offeror’s proposal, including man-
power solutions, for best value.

Since performance-based acquisition methodol ogies are results-oriented, agencies should not
focus on contractor-proposed labor mixes after contract award aslong as the desired outcome
isachieved in accordance with the stated performance standards and any other requirementsin
the contract.

HistoricaL AND PrRoJECTED WORKLOAD DATA

Consider including historical and projected workload data and any surge requirementsin the
PWS as applicable. (See Appendix E for an example.) Thistype of information allows prospec-
tive contractorsto predict manpower and supply needs more accurately asthey relateto the
specific requirement and, thus, to develop more realistic proposals. While historical dataare
often useful, it isimportant to remember that they merely describe past experience and may not
necessarily beindicative of thefuture.

Workload data are often available from existing management information systems, databases,
and records. If workload data are not available, consider consulting with other agenciesto
obtaininformation on similar requirements. Some agencies incorporate arequirement to

mai ntain accurate workload data, which can be useful for future contract work estimates, in
PWSs.
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PerFORMANCE WORK STATEMENT REVIEW CONSIDERATIONS

Will offerors be ableto prepare asound technical proposal ? Are specific outcomesclearly
stated so that the offeror will know exactly what to do and when it isrequired? Are tasks
realistic and performable?

Will offerorsbe ableto prepare asound cost proposal ? Isthe PWS sufficiently detailed to
enable both the government and the offeror to estimate labor and other costs and to identify
other resources required for accomplishing each task element?

Arestandardsclearly identified in such away that all parties can adequately measure perfor-
mance? |sthe PWStoo restrictive?

Areproper quantitiesand delivery datesindicated for each deliverable?Are schedulesand
frequencies of performance clearly defined?

When it becomes necessary to reference other documents, are they properly described and
cited?

Have the appropriate government and industry standards been researched and referenced in
the PWS?

Have any datarequirements been specified separately in adatarequirements section? Have
extraneous data requirements been eliminated?
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INCENTIVES AND REMEDIES

| NTRODUCTION

Incentives are not unique to performance-based contracting. Contracts, by their very nature,
motivate successful performance— contractorsthat fail to perform satisfactorily don’t get
paid. Increasingly, contracts are incorporating specified incentives designed to encourage
superior performance. Beyond that, the government collects, maintains, and usesinformation
on past performance. An exceptional track record gives a contractor acompetitive edgein
future source selections and, thus, a stronger assurance of future work. Conversely, negative
incentives are generated when certain contract clauses exist, such asliquidated damages— if
the contractor causes harm or damage to the government as aresult of failureto perform, the
contractor must compensate the government in accordance with the contract clause. The
overall point isthat incentives are an essential element of PBSA (or any contract), and several
useful methodol ogies are available for motivating high-quality performance. This section
discusses the use of theseincentives and remedies.

TYPES OF INCENTIVES

Incentives can be monetary, nonmonetary, positive, or negative. They can be based on cost, on
schedule, or on quality of performance. Regardless of thefinal composition and structure of the
incentives, the goal isto encourage and motivate the best-quality performance.

Cost-based I ncentives— Performance incentives are designed to rel ate profit or feeto results
achieved by the contractor in relation to identified cost-based targets. Typical measuresfor services,
such as maintenance of equipment, are Mean Time Between Failures(MTBF), Mean Time To
Repair (MTTR), or system availability rates (in-commission rates). Regardless of the measure,
performance incentives must be quantified and within areasonabl e range (high-target-low).

Awar d-fee Contract Arrangements — Using eval uation factors established in an award-fee plan,
award-fee contractsare atool for subjectively assessing contractor performancefor agiven evaluation
period. They allow contractorsto earn aportion (if not all) of an award-fee pool, established at the
beginning of the eval uation period. The agency unilaterally determinesthe amount of the earned fee.
In the context of PBSA, the award-fee eval uation is based on a subjective assessment of how well the
contractor meets or exceedsthe applicabl e performance standards.

Awar d-term Contract Arrangements— Award-term arrangements arerelatively new. They are
very similar to award-fee contracts; however, instead of money as compensation for quality perfor-
mance, the contractor isawarded additional periods of performance. If performanceishabitually
below standard, the period of performance can be shortened. Award-term arrangements are most
suitable when the establishment of along-term relationship isvaluable, both to the government and
to the potential contractor. They differ from options because award terms are based on aformal
evaluation process and do not entail the regulatory procedures associated with priced options. (See
Appendix | for moreinformation.)
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Schedulel ncentives: Schedul eincentivesfocus on getting acontractor to exceed delivery expecta-
tions. They can be defined by using calendar days or months, attaining or exceeding milestones, or
meeting rapid-response or urgent requirements.

Past Performance: Past performance information can affect decisionsto exercise optionsor to
make future contract awards. Thus, past performance assessments are aquick way for motivating
improved performance or to reinforce exceptional performance. Keep in mind that theintegrity of a
past performance evaluationisessential.

ConsIDERATIONS WHEN CONTEMPLATING | NCENTIVES

Will enhanced performance provide additional valueto the mission?

Which areas of the requirement would benefit most from enhanced performance? Which areas
do not need added incentives?

How much isthe agency willing to pay to achieve alevel of performance beyond the perfor-
mance standard? I sthere apotential for using cost sharing?

Do contractorswithin aparticular industry prefer additional performance periods (award
terms) in lieu of monetary incentives (award fees)?

Istheincentive affordable?Will it affect timelines or schedulesin apositiveway? Adversely?

Tips:

Make sureincentives arerealistic and attainable— in other words, understand that a contrac-
tor will not spend adimeto earn anickel. To achieve the desired outcome, incentives should
be consistent with the effort and the contract value. They must also be carefully structured to
consider their overall impact and to avoid any unintended consequenceswhile providing
valuefor achieving the mission.

Make surethat incentives are built upon performance objectives and performance standards,
and ensurethat they are measurable and attainable. If they do not clearly communicate the
agency’sdesires and expectations, they will have, at best, only arandom chance of achieving
the desired outcome. An“I’ll know it when | seeit” approach is neither an incentive nor a
performance standard.

REMEDIES FOR NONPERFORMANCE

Performance-based contracts should specify procedures or remediesfor reductionsin price (or
fee) when services are not performed or do not meet contract requirements. Additionally, agen-
ciesmust give the contractor an opportunity to correct nonconforming servicesat noincreasein
contract price. Whilereductionsin price may be appropriate for aparticular circumstance, it may
be morefeasibleto require the contractor to re-perform the service at no additional cost. Accep-
tance procedures should provide the appropriate termsto address | ess-than-satisfactory perfor-
mance. In cases where commercial item acquisition procedures are used, agencies should rely on
acontractor’s existing quality assurance systems as a substitute for acceptance procedures. The
bottom lineisthat agencies should not pay for servicesthat do not conform, do not meet perfor-
mance standards, or have not been properly rendered.
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CONTRACTOR PERFORMANCE MANAGEMENT

| NTRODUCTION

Traditionally, when discussing perf ormance-based contracting methods, the term “ quality assur-
ance” has been used to refer to the functions performed by the government to determine whether a
contractor hasfulfilled the contract obligations pertaining to quality and quantity. Theterm “ quality
assurance,” however, does not accurately capture the true essence of performance-based service
acquisition, since agenciesdo not “assure quality” — they assess contractor performance. Thus,
performance assessment isnot surveillance. Infact, in aperformance-based environment, it isthe
contractor that is contractually responsiblefor quality assurance; and the contractor isfurther
motivated through various kinds of incentives, such as award-fee and past performance assess-
ments. Agencies are, however, still responsiblefor ensuring that they get what they are paying for
by performing periodic performance eval uations using appropriate assessment methods. Hence-
forth, for accuracy, theterm “ performance assessment” will be used in place of “ quality assurance”
unless otherwise noted.

PERFORMANCE ASSESSMENT PLAN

A performance assessment plan describes how government personnel will evaluate and assess
contractor performance. It isintended to bea*“living” document that should be revised or modified
ascircumstanceswarrant. It is based on the premise that the contractor, not the government, is
responsible for managing and ensuring that quality controls meet thetermsof the contract. If the
performance assessment plan isnot incorporated into the contract, it should neverthel essbefur-
nished to the contractor.

QuaLITY ConTROL PLAN

A quality control plan isaplan developed by the contractor for internal useto ensure that high-
quality serviceisperformed and delivered. Often the quality control planispart of the contractor’s
original proposal; and, in many cases, it isincorporated i nto the resultant contract.

ASSESSMENT M ETHODS

Several methods can be used to evaluate acontractor’s performance. Below are some examples of
commonly used assessment methods:

Random Sampling— Random sampling is a statistically based method that assumes receipt of
acceptable performanceif agiven percentage or number of scheduled assessmentsare found to be
acceptable. Theresults of these assessments hel p determine the government’ s next course of action
vis-a-visthe contractor, if necessary, and whether adjustmentsin thismethod of assessment are
necessary. If performanceis considered marginal or unsatisfactory, the eval uators document their
finding and begin corrective action. If performanceis satisfactory or exceptional, they should
consider adjusting the sample size or sampling frequency. Random sampling isthe most appropri-
ate method for frequently recurring tasks; it ismost effective when the number of instancesisvery
large and when astatistically valid sample can be obtained.
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Periodic Sampling — Periodic sampling issimilar to random sampling, but itis planned at
specificintervalsor dates. It may be appropriate for tasks that occur infrequently. Selecting this
tool to determine a contractor’s compliance with contract requirements can be quite effective,
and it allowsfor assessing confidence in the contractor without consuming a significant amount
of time.

Trend Analysis— Trend analysis should be used regularly and continually to assessthe
contractor’s ongoing performance. It isagood ideato build adatabase from data gathered
through performance assessments. Additionally, contractor-managed metrics may provide any
added information needed for the analysis. This database should be created and maintained by
government personnel.

Customer Feedback — Customer feedback isfirsthand information from the actual users of the
service. It should be used to supplement other forms of evaluation and assessment, and it is
especially useful for areasthat do not lend themsel vesto the typical forms of assessment. How-
ever, customer feedback information should be used prudently. Sometimes customer feedback is
complaint-oriented and subjectivein nature, and it may not alwaysrelate to actual requirements
of the contract. Such information requires thorough validation.

Third-party Audits— Theterm “third-party audits” refersto contractor evaluation by athird-
party organization that isindependent of the government and the contractor. All documentation
supplied to, and produced by, the third party should be made available to both the government
and the contractor.

PERFORMANCE-ASSESSMENT PLAN DEVELOPMENT

Performance-assessment plans should be devel oped in conjunction with the preparation of the perfor-
mancework statement. For every performance objectivelisted in the Performance Requirements
Analysis, determine one or more methods of performance assessment. Also, make surethat the
methodsallow for adequate assessment of the performance standard itself — in other words, deter-
mineif random sampling will allow you to adequately measure performancein relation to the stated
performance standard.

The performance assessment plan should outline the acceptance process and should state how
acceptance of serviceswill occur, i.e., DD-250, etc. In addition, it should describe how perfor-
mance information isto be captured and documented so it can serve as past performanceinforma-
tionlater.

Effective use of the performance assessment plan, in conjunction with the contractor’squality
control plan, will alow the government to eval uate the contractor’s successin meeting the specified
contract requirements. Those assessment methodsidentified in the performance assessment plan,
together with the contractor’s quality control plan, will also help in evaluating the contractor’s
successin delivering thelevel of performance agreed to in the contract.
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SomE CONSIDERATIONS FOR DETERMINING THE APPROPRIATE ASSESSMENT M ETHOD

What isthe most effective way to assessthe contractor’s performance outcomesin relation to
the associated performance standards?

How critical isthisparticular task to the requirement and to the overall mission? s perfor-
mance assessment critical to aparticular task, andisit isworth the government’stime and
effort?

How long should the assessment period be? How isthislinked to the criticality of the task?
How frequently should performance assessment take place?

Areassessors (quality assurance eval uators) available?Arethere enough evaluatorsto carry
out the degree of evaluation contemplated?

Do the proposed eval uation methods represent acommon commercia practicefor the particular
servicearea?

Isre-performance practical or reasonable?

SUGGESTED PERFORMANCE ASSESSMENT PLAN OUTLINE

Purpose

Rolesand responsibilities

Procedures

Methods of assessment

Successful performance and remedies

Certification of services

Sample of contract discrepancy report

Customer complaint procedures and training instructions
Acronymsand other abbreviations

Tips:

Employ avariety of techniques. Degrees of performance assessment should be based on the
criticality of the service or task and, also, on the resources avail able to accomplish the assess-
ment.

Recogni ze that the methods and degrees of performance assessment may change over timein
proportion to the evaluator’slevel of confidence (high or low) in the contractor’s performance.

Degrees of performance assessment are typically based upon difficulty or criticality of a

service — the greater the difficulty or criticality, the more performance assessment may
initially be necessary.
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SOURCE SELECTION CONSIDERATIONS

| NTRODUCTION

PBSA source selection procedures do not necessarily differ from source sel ection proceduresin
general or have specia considerations. However, there are some key areasworthy of brief review.
Thekey to successful use of any factor in the source selection processisthe establishment of aclear
rel ationship between the Performance Work Statement (PWS), Section L of the solicitation (Instruc-
tions, Conditions, and Noticesto Offerors or Respondents), and Section M of the solicitation (Evalua-
tion Factorsfor Award). Thefactorsthat are chosen for evaluation should tiein with the work re-
quirements.

Best VALUE

A source selection based on best value is an excellent strategy to follow when using performance-
based contracting methods. One of the goals of PBSA isto achieve the highest degree of quality
and efficiency at areasonable price. While competitioniscritical to attaining these goa's, the best-
value offeror may not bethelowest price offeror. In such instances, best-val ue source selections
alow for trade-offsin evaluation factorsthat consider award to other than the lowest-priced offeror.

One of the main challengesin determining best valueis assessing performancerisk. Thisischal-
lenging because the offerors may propose different approachesthat can be difficult to compare, i.e.,
an “applesto oranges’ comparison. While Section M of asolicitation providesthe basisfor evalua-
tion, thereisno precise sciencewhen ng dissimilar approachestoward fulfilling a perfor-
mance-based servicerequirement. If no expertiseisavailable, consider enlisting theaid of consult-
ants, if possible.

INSTRUCTIONS TO OFFERORS

Section L of the solicitation providesinformation and guidanceto help offerors prepare proposalsin
responseto the solicitation. As previoudly stated, the PWS, Section L, and Section M all tietogether.
The PWS describesthe requirement. For eval uation purposes, Section L requestsinformation relating
to how the offeror will execute that requirement. For source sel ection purposes, Section M describes
how the proposal will be evaluated. To simply illustrate the rel ationships among thethree areas, the
following exampl e describes one piece of arequirement:

P foSrtgltglncg‘\{Vor < Section L Section M

Providetaxi service Theofferor shall The agency will evaluate the offeror’s

so that pick up time describe how taxi approach for taxi service. The offer will be

iswithin5minutesof | servicewill be evaluated for best value, interms of technical

of request time, 95% provided in accord- merit and cost, with additional consideration

of thetime. ancewiththestated | fortheofferor’ srelevant past performance
reguirement. (track record).
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EvaLuaTION FACTORS

Evaluation factors used for ng offerors proposals should be crafted to permit the selection of
the offeror that will most likely provide the best value. To help ensure that selection decisionsare
based on significant determinants, eval uation factors should be kept to a minimum. Each factor
should receive the appropriate weighting based on itsrelative importance. Eval uation factors may
include areas such as management approach, rel evant experience, past performance, and price.

Past PERFORMANCE | NFORMATION

Past performance information should be an important element of every evaluation and contract
award. The use of past performance as an evaluation factor in the contract award process enables
agenciesto predict the quality of futurework and thelikelihood that the work will be satisfactory. It
also gives contractorsapowerful incentiveto strivefor excellence. Performance factors should be
tailored to the key performance requirement. For example, if one of the performance standardsfor
acall-center requirement isthat the contractor must respond within two minuteswhen answering
specific questions, the performance eval uation can objectively addresshow well the contractor met
thisstandard in performing past contracts.

Consider using past performance information from awide variety of sources, both insideand
outside DoD. The DoD Guideto Collection and Use of Past Performance Information (PPl) isa
great source; and it will help you understand the importance of PPl in awarding and administering
government contracts. It isalso apractical referencetool regarding DoD past performance policy.
Theguideisdesigned to articul ate the key technigques and practicesfor collecting and using perfor-
manceinformation. For further details on this subject, enter http://www.acq.osd.mil/ar/#ppiguide
onthelnternet.
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CONTRACT ADMINISTRATION AND OTHER CONSIDERATIONS

| NTRODUCTION

Contract administration embracesall those after-award activities performed by government officialsto
ensurethe performance and delivery of requirementswithin thetermsof the contract. It encompasses
all activitiesinvolving the government and the contractor, from contract award through performance
completion and contract closeout. Contract administration constitutes the management of the contract
from both acontractual and technical standpoint to assurethat the contractor deliversin accordance
with the contract’ sterms. Therefore, it isincumbent upon the PBSA team to understand some of the
common activitieswithin contract administration and their rolein this process.

The specific nature and extent of contract administration variesfrom contract to contract. It canrange
from the minimum acceptance of adelivery and payment for delivery to extensiveinvolvement by
program, audit, and procurement officia sthroughout the contract term. Factorsinfluencing the degree of
contract administration include the nature and compl exity of the service and thetype of contract.

Good contract administration al so assuresthat the end users are satisfied with the product or service
being obtained under the contract. Oneway of verifying customer satisfaction isto obtain input
directly from the customersthrough the use of customer satisfaction surveys. These surveyshelpto
improve contractor performance because the feedback can be used to notify the contractor when
specified aspects of the contract are not being met. Customer satisfaction surveysalso help to
improve communications between the procurement, program, and the contractor’s personnel.

PostawARD ORIENTATION

The purpose of a postaward orientation isto ensure that the contractor and the government com-
pletely understand their respectiverolesin the contract arrangement and their rel ationship after
award and before contract performance begins. While the decision to conduct apostaward confer-
enceisat the discretion of the contracting officer, postaward orientations are highly recommended
to encourage astrong businessrel ationship at the onset of the contract.

A postaward orientation allowsall interested partiesto discussthe contract and the el ements of the
requirement. Thistype of discussion hel psthe contractor and the government to achieve aclear and
mutual understanding of contract requirements, terms, and conditionsand to identify and resolve any
potential or current problems. However, the contractor should already have astrong working knowl-
edge of the requirement. All issues discussed during the postaward conference should be docu-
mented.

DocuMENTING CONTRACTOR PERFORMANCE ASSESSMENTS

Each performance assessment activity should be documented asit is conducted. Thisdocumenta-
tion constitutesan official record and may be considered past performanceinformation. The people
assessing performance should use achecklist to record their observations of the contractor’s perfor-
mance. AL L performance should be documented, whether it is acceptable or unacceptablein
accordance with the performance assessment plan.
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APPENDIX A — TREE DIAGRAM

CriTicaL ELEMENTS OF M AID SERVICE

Maid Service
I I I |
Floors Dusting Bathrooms Kitchen
I | I |
Hard Carpet o Toilet
[ 1
Wax Mop Vacuum Lavatory
[ ] | I
High Low Counters Appliances
[ 1

Vents Lighting Furniture
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APPENDIX B — PERFORMANCE REQUIREMENTS SUMMARY

MATRIX

PERFORMANCE REQUIREMENTS SUMMARY M ATRIX

Performance
Objective

Perfor mance
Standard

Acceptable
Quality Level
(AOL)

Monitoring
Method

Incentive
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APPENDIX C — SAMPLE PERFORMANCE REQUIREMENTS

ProviDING ACCESS TO A SERVICE

Perfor mance
Objective

Performance Standard
(and AQL)

Method of Performance
Assessment

Maintain customer
access to automated
information during
established hours.

Services must not be closed
to public access more than
X minutes during the month
(day, hour).

« Random inspection (site visits,
telephone calls).

« Random automated telephone
systems reports.

* Review contractor reports.

Courtesy of Jefferson Solutions

M AINTAINING AN INFORMATION DATABASE

Performance
Objective

Performance Standard
(and AQL)

Method of Performance
Assessment

Maintain an elec-
tronic database.

The inquiry response database
may not contain more than x%
of incorrect, inaccessible, or
inappropriate lines of information.

Review random portions of
database for accuracy,
appropriateness, and accessibility
of information.

Courtesy of Jefferson Solutions

REPORTING TO THE GOVERNMENT

Performance
Objective

Performance Standard
(and AQL)

Method of Performance
Assessment

Provide timely
notification on items
requiring govern-

No more than x (or x%) of the
reports to appropriate govern-
ment contact may be later than

Review operational logs,
databases, or metrics.

ment action. the specified time period, AND/

OR no more than x (or x%) of

required situations may go

unreported.
Deliver required No more than x (or x%) of the Review reports and logs.
reports. reports to appropriate govern-

ment contact may be later than the
specified time period.

Gather required
information from
callers.

Report every _ (month,
guarter) on the statistical or other
information that has been
gathered. At least x% of the
information gathered must be
relevant and accurate.

* Review records and reports.

* Make test calls.

* Randomly verify process on
site.

Courtesy of Jefferson Solutions
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RESPONDING TO INQUIRIES

Perfor mance
Objective

Perfor mance Standard
(and AQL)

Method of Performance
Assessment

Provide accurate
and current re-
sponses tailored to
the individual
needs of the caller
and to agency
requirements.

Provide at least X% acceptable
responses during the month.
OR

Receive no more than x valid
complaints about service
during the month.

Make sample or test calls.
Review call logs.

Review standard scripts.

Review complaint logs.

Review quality control activities.

Respond to all
incoming telephone
inquiries during the
operating hours
within standard call
load.

Respond to at least x% of
incoming telephone calls.
OR

Respond to at least x% of
incoming telephone calls
within x seconds.

* Review of automated telephone
system data.
* Review reports.

Respond to surges
of telephone
inquiries (cals that
exceed the standard
call range per
(day, month, etc.).

Respond to at least x% (less
than the percent in the stan-
dard above) of incoming
telephone cals in a surge. OR
Within x minutes ( or hours)
of the beginning of a surge
respond to at least x% (the
same percent as in the stan-
dard above) of incoming
telephone calls.

* Review of automated telephone
system data.
* Review of reports.

Response to
inquiries must be
delivered in a
timely manner.

All employees must be able to
respond to any inquiry within
X minutes. OR

At least x% of callers must
receive a final response from
the first contact.

Provide courteous
service.

Receive no more than x valid
complaints during the month.

» Make sample or test calls.
» Review complaint logs.
» Review quality control activities.

Courtesy of Jefferson Solutions
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SuPPORTING A CALL CENTER OPERATIONS

Performance Performance Standard Method of Performance
Objective (and AQL) Assessment
Maintain all Equipment failures, nonavail- » Random inspection; audit or
equipment and ability, or maintenance shall not review by third party.
materials. interfere with operations for

more than x minutes during a
month (day, etc.).

Develop and con-
duct a liaison
program.

Contact (phone, visit) at least
X% of the required offices each
month, with at least x% of the
offices having been contacted
a the end of each year.

Perform random verification of list

of contacts.

Develop and con-
duct a public out-
reach program.

Perform at least x% of the
required program each month,
with at least x% of the program
having been completed at the
end of each year.

» Review contractor records and
sample products.

» Review the effect on call volume

in cal records.

Assure continuous
quality improvement

Report every month (quarter,
etc.) on improvements in

Review recommendations.

in service and service and technology that
technology. could be implemented.
Assure that At least X% of customers * Review and validate customer

customers are
satisfied with quality
of service.

contacted (or potential custom-
ers contacted) must be satisfied
with service.

surveys.
e Conduct independent surveys.

Courtesy of Jefferson Solutions
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ExAaMPLES OF PERFORMANCE REQUIREMENTS SUMMARY

Requirement Performance Performance Standard
(Outcome) Objective and AQL
Safety Establish, implement, Program meets current requirements of federal law.
program. and maintain acompre- 1) No OSHA-reportable violations resulting from
: contractor action or inaction.
hensive safety program. 2) Mishap frequency and severity rate shall not
exceed the base three-year average.
Network Provide timely and 75% of technical support questions resolved within
help desk. efficient service. eight working hours; remaining 25% of technical
support calls resolved within 24 working hours.
Family Provide maintenance and Valid customer complaints concerning response
housing repair services to family and execution of all work orders shall not exceed
mai ntenance. housing at XYZ location. | x per month.

MEss ATTENDANT SERVICES

Performance Objective and Standard

AQL

Prepare food listed on menu according to commercialy
acceptable standards for the particular menu item.

95% of menu items per meal period
meet the standard.

Comply with sanitation requirements of the food
code and state and local laws/regulations, resulting
in a satisfactory or better rating in health inspections.

100% of the time (no deviation).

Deliver timely service and courteous employees.

95% of monthly meal periods meet the
standard.

Provide food supplies, i.e., utensils, condiments,
napkins.

95% of monthly meal periods meet the
standard.

Maintain the interior and exterior of the dining
facility in a clean and sanitary condition.

95% of the days in the month meet the
standard.

Maintain food service during contingency
operations to ensure no impact on the mission.

100% of the time (no deviation).
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ELEvATOR M AINTENANCE AND REPAIR

Performance Objective

Performance Standard and AQL

Perform preventive maintenance.

Elevators are fully operational 99% of the time.

Repair service calls.

Repairs are made in a timely manner; customers are
informed of expected repair time within three hours
of call.

Emergency calls.

Response and repair is made within the specified
time; response: 30 minutes.

Submit maintenance and repair reports.

Accurate reports are delivered within two business
days 90% of the time.

L EaD-BAseD PAINT ABATEMENT

Performance Objective

Performance Standard and AQL

Remove lead-based paint.

Paint is removed and no additional lead is present; air,
soil, and surrounding work area free of lead; all
waste disposed of properly; 100% of the time.

OPERATIONS AND M AINTENANCE OF AN
ENERGY M ANAGEMENT AND CoNTROL SysTem (EMCS)

Performance Objective

Performance Standard and AQL

Operate EMCS egquipment.

Comfort levels are maintained; energy goals are met;
metrics are maintained on system efficiencies; all
systems are balanced;

(INSERT AQL).

Preventive maintenance.

System is fully operational; system defects are
identified for timely repair;
(INSERT AQL).
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SATELLITE CoNTROL CENTER SERVICE

Performance Objective

Performance Standard and AQL

Conduct an effective position certification
program to ensure qualified personnel are
provided for orbital analysis.

95% of personnel certified within x timelines per
year (offeror-proposed).

Provide orbital analysis and related services
to support mission requirements.

Telephonic support within 15 minutes. In-person
support (as requested) within 90 minutes.

Provide orbital safety support for protection
of space systems from damaging debris.

No more than one noted incident of system
impact per month.

TRANSPORTATION AND DELIVERY OF MUNITIONS/M AINTENANCE OF BomB Racks

Performance Objective and Standard

Deliver Munitions
Priority 1 on time
Priority 2 1 hour
Priority 3 8 hours

AQL
Accurae deliveries and scheduled delivery times met:
Priority 1 100%
Priority 95%
Priority 3 90%

Maintain proper quantity and distance.

No safety violations.

Munitions trailer maintenance.

98% of trailers serviceable.

Adjustment and inventory report.

No discrepancies report by MASO.

Bomb rack maintenance.

95% of racks serviceable.

Report of discrepancies.

No reports received.
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APPENDIX D — INCENTIVES EXAMPLES

POSITIVE

When performance exceeds standard, pay x% of monthly payment into pool. At end of y
months, pay contractor amount accrued in pool.

When performance exceeds standard, pay x% of monthly payment into pool. When pool has
reached y dollars, pay contractor amount accrued in pool.

When performance has exceeded the standard for x consecutive months, reduce government
oversight or contractor reporting as appropriate.

Document past-performance report card, paying particular attention to performance that ex-
ceeded the standard.

Courtesy of Jefferson Solutions

NEGATIVE

When performance is below standard for a given time period, X% of that period’s payment will
be withheld.

When performance is below standard for a given time period, require the contractor to re-
perform the service at no additional cost to the government.

When performance is below standard for x consecutive months, increase surveillance or con-
tractor reporting.

Document past-performance report card, paying particular attention to performance that failed
to meet the standard.

Courtesy of Jefferson Solutions
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APPENDIX E — WORKLOAD DATA EXAMPLE

ELeEvaTOR M AINTENANCE

Item Name Estimated Quantity
1 Inspect and test elevators. _ Ea
2 Number of (LIST EACH TYPE OF ELEVATOR SEPARATELY.) - Ea
3 Number of (LIST EACH TYPE OF ELEVATOR SEPARATELY.) - Ea
4 Number of (LIST EACH TYPE OF ELEVATOR SEPARATELY.) - Ea
5 Estimated number of repair service cals per year. _ Ea
6 Estimated number of emergency repair calls per year. _ Ea
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APPENDIX F — PERFORMANCE ASSESSMENT METHODS

CustoMER SeRvICE CENTER

Performance Method of Performance
Objective and Standard AQL Assessment
Emergency — 30 min duty hrs Emergency 100% Contractor metrics. Periodic
1 hr non-duty Urgent 98.5% review of records and cus-
completed (safed) in 24 hrs Routine 95 % tomer feedback.

Urgent — completed in 5 days
Routine — completed in 30 days

Control backlog of work
requests/work orders.

Maximum 10% of all
work.

Contractor metrics. Periodic
review of records.

Operate, maintain, and repair
UPS system.

Maximum system utility
failure 5.3 minutes
(99.99%) annually.

Contractor metrics. Periodic
review of maintenance
records, outage reports.

Environmental program: comply
with Federa, State, local, DoD,
AF, and base regulations,
statutes, directives, policies, and
programs.

Zero environmental
enforcement actions.

Contractor metrics. Quality
audits of contractor records,
area, and inspection reports.

Contractor quality program.

Zero major & > 5 minor
defects per period.

Semiannual audit of govern-
ment and contractor records.

DELIVER MUNITIONS

Perfor mance
Objective and Standard

AQL

Method of Performance
Assessment

Priority 1  on time
Priority 2 1 hour
Priority 3 8 hours

Accurate deliveries and
scheduled delivery times met:

Priority 1 ~ 100%
Priority 2 95%
Priority 3 90%

Review delivery schedules.

Maintain proper quantity
and distance.

No safety violations.

Contact safety office for viola-
tions.

Munitions trailer
mai ntenance.

98% of trailers serviceable.

Review contractor-provided
metric.

Adjust and inventory report.

No discrepancies report by
MASO.

Contact MASO for discrepan-
cies.

Bomb rack maintenance.

95% of racks serviceable.

Review contractor provided metric.
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APPENDIX G - HELPFUL MARKET RESEARCH WEBSITES

http://Amww.imart.org/
A collection of search engines, directories, and databasesto aid in market research.

http://mamww.cadv.org/
Disseminatesinformation to enabl e exchanges of questions and answers and to share best practices
and lessons|learned.

http://govcon.com

http:/Amww.industrylink.com
Hundreds of linksto companies grouped by technology.

http://bigbook.com
Yellow pages of 16 million U.S. businesses.

http://switchboard.com
Business search engine.

http://mwww.techweb.com
Morethan 100 linksto industry, focused on electronics.
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APPENDIX H — PERFORMANCE WORK STATEMENT (PWYS)
WRITING TIPS

SampLE PWSFormAT

Support Services Contracts. A PWSfor support serviceswill generally describe all the pertinent
work to be performed, along with measurements of adequate work performance, evaluation and
assessment techniques, and applicableincentives. Below are common elementsthat areincludedin
aPWsS:

Introduction

Scope of Work
Requirements/Performance Standards
Contract Deliverables

Data Requirements

Appendices

Sk wNhE

Major Systems Contracts. Contractsfor definition and development of major systems should
consist of short, outcome-based PWSs; however, they are not necessarily as detailed as a support-
service PWS. Theserequirementsusually have a specification/contract deliverable requirements
list, which may contain specific product requirements. The PWS should describe all requirements
necessary to complete each task element and should be comprehensive enough to allow the con-
tractor the means of generating information necessary for design, prototype, test, and verification
phases of the procurement. A suggested outlinefollows:

1. Introduction
2. Scope of Work
3. Work to be Performed
3.1 Program Management
3.2 SystemsEngineering
3.3 Design and Development of Primary Mission Product or Space Vehicle
3.4 Other Work
3.4.1 Launch Support
3.4.2 PerformanceAssurance
3.4.3 Traning
3.4.4 Anomaly Resolution
3.5 Performance Standards
4. Contract Deliverables

The PWSgoal for mgor systemsacquisitionisto acquirethe effort in distinct phases, with each

phase encompassing a concrete objective. Thisapproach also hel ps safeguard against committing
scarce resourcesto an effort prematurely.
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Study and Preliminary Definition Contract. For study and preliminary definition contracts, the
PWS should provide sufficient latitude for creativity, innovation, and research. They should also
describe desired outcomesin such away that allow the most promising systemsto be studied
further. A suggested outlinefollows:

Introduction

Scope of Work

Project Schedule

Contract Tasks

4.1 Performance Standards
Study Management
Guiddines

. DataRequirementsAppendix

el Ol

No o

Research and Development (R& D) Contracts. R& D efforts often focus on abstract objectives,
where outcomes are difficult to describe precisely in advance. Therefore, an R& D PWS can be
challenging to develop. Consider breaking the effort into “ sub-outcomes’ or phases. The PWS
should beflexibleto alow offerorsthe opportunity to innovate and create. In basic research,
emphasiswill normally focus on limited rather than ultimate objectives. The proper procurement
vehicleisusually acooperative agreement rather than acontract in those basi ¢ research programs
whereafinal report isthe only deliverable required, where the results cannot be determined in
advance, and where objective performance standards cannot be set. A sample outlinefollows:

1. Introduction

2. Scope of Work

3. Description of Tasksto be Performed
3.1 Performance Standards

4. Schedule

5. Reporting Requirements

6. Attachments, Appendixesand Exhibits

TypicaL SecTionsoF THE PWS

I ntroduction. Describes program goals, desired resultsto be achieved, interfacesthat must be
considered, and any previous problemsthat have been encountered, e.g., any known phenomena,
techniques, methodol ogy, or results of related work. Keep this section succinct and to the point.

Scope of Work. Thisisasummary section that briefly describes the purpose of the current work
and the desired outcome. It should al so establish such general requirements asthe place of perfor-
mance, normal work hours, applicability of the Service Contract Act, etc.

Reguirements. Thisportionisbasicaly where the Performance Requirement Summary (PRS) matrix is
transferred into the PWS— in other words, it isatextua form of the PRS, which containsgreater detail.
A contractor will have agreater chance of successwith adequateinformation that clearly definesthe
magnitude, quality, and scope of each outcome. Specify standardsto which the requirement must be
completed, and include historica dataon previous contractsor work performed by in-house personndl.
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Data Requirements. This section containsinformation on datarequirements, such asreportsor any
item contained within a Contract Data Reports List (CDRL). (Some agencies, instead, list CDRL
items separately in Section Jof the contract). Striveto minimize datarequirementsthat require
government approval and delivery. Acquire only the data that are absol utely necessary. The usual
ruleof thumbisto limit datato that which the government needsto make decisions or for high-
level requirements compliance.

Attachments, Appendixes, and Exhibits. Through preliminary research and acquisition planning, the
acquisition team should have already screened potentially rel evant and necessary directives, e.g.,
directives of the government, DoD, and Federal agencies. If only aportion of adirectiveis pertinent,
do not referenceor includeit initsentirety. Instead, excerpt only required partsof thedirectiveinto
the PWS. Only afew directives should be referenced, and they should berestricted to vital informa-
tion sources, such astask descriptions, quality standards, and statutory or regulatory limitations.

Many undesirable consequences can result from excessive or i nappropriate application of direc-
tives, such as confusion or error due to conflicting guidance or unintentional direction buried
within the document. If the government specifies “how to perform,” even within the context of
one or more published documents, it then assumes outcome responsibility.

Any essential document referenced in the solicitation should be furnished either with the solicita-
tion or made available at a specified |ocation noted in the solicitation. Remember to include the
date or version of each document.

Schedulesor Period of Performance. This PWS section provides arealistic delivery schedulefor
contractor performance and completion. Provide sufficient detail for the contractor to establish
specific, detailed milestones against which progress can be measured.

Task Orders. Task-order contractsalso requirewell-written, precise, definitive PWSsthat include
performance standards and i ncentives as appropriate. Ensurethat all essential taskingsareincluded
and that those that are unnecessary or duplicative are del eted. Task descriptions should clearly
define each deliverable outcome. Subtasks should be listed in their appropriate order and should
conform to the numbering within the basic PWS from which the task order isderived.

L ANGUAGE PrinciPLES HELPFUL INWRITING THE PWS

The PWSwill beread and interpreted by avariety of personnel from diverse disciplines. The
words must be understood not only by the drafters but also by the readers. Moreover, offerors
interested in proposing will interpret wordswithin the PWSto determine potential costs, anticipate
profits, and their ability to compete with other offerors. Therefore, define and express each require-
ment inaclear, concise, correct, and complete manner.

Style. Styleisthe method used in expressing ideasin phrases, sentences, and paragraphs. Striveto
include al the essentia information in aconcise, accurate, thorough, and logical sequence, using
the clearest and simpl est possible presentation. Avoid the use of complex words— the purpose of
writing iSto express, not impress.
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Sentences. Good writing of any type depends on natural order. Eliminate long, complicated
sentences by writing shorter, ssmpler sentencesthat arelimited to asingle thought or idea. Sen-
tences* spiced” with legal phrases, technical jargon, and other elaborate phrasesare difficult to read
and comprehend. Strive to omit extraneous words and phrases to keep sentences short.

Paragraphs. A paragraph isagroup of sentences (or sometimesjust one sentence) related to a
singleidea. Statethemainideain thefirst, or topic, sentence so readers can grasp the meaning
immediately. The topic sentence provides abasefor subsequent sentencesthat devel op and support
themainidea. Avoid long paragraphsif possible; short paragraphsare usually less confusing, more
visually appealing, and easier to read and understand.

Language Use. Usethe active voice rather than the passive voice, i.e., use action verbs that
illustrate the subject as performing rather than receiving the action. The activevoiceis clearer
and more direct than the passive voice. Fewer wordsimprove clarity and focusthe intent of
technical and contractual documents. Also, by using the active voice, you make the subject, i.e.,
the contractor, responsible and accountable for the action or performance required. The active
voiceistailor-madefor the performance-based contracting world. Examples of active versus
passive voice use are shown below:

Active: Clean up all debris at the end of each workday.
Passive: The debris shall be picked up at the end of each workday.

Active: Empty trash containerstwice aweek.
Passive: Trash containers shall be emptied twice aweek.

Active: Install new air filtersin accordance with manufacturer’srecommendations.
Passive: New air filtersare required in accordance with the manufacturer’srecommendations.

Ambiguity. Avoid ambiguouswords or phrases because they are indistinct and can be interpreted
in two or more ways. Examples of some ambiguous phrases include “ securely mounted,” “prop-
erly assembled,” and “ carefully performed.” These terms are ambiguous because they can’t be

guantified, precisely measured, or defined; and their vagueness can lead to many interpretations.

Punctuation. Sinceyour goal isto write simple, short, concise sentences, awell-written PWS
should have minimum punctuation. When complicated punctuation isrequired, consider rewriting
the sentence. Review the punctuation marksto ensure that misplaced or eliminated punctuation
doesnot alter theintended meaning. For maximum clarity, follow theformal rules of punctuation.

Abbreviationsand Acronyms. Abbreviations and acronyms are forms of shorthand used to make
complex terms short. However, many readers are unfamiliar with abbreviationsand acronyms,
and some acronyms have multiple meanings. For example, the acronym “CQO” can mean Com-
manding Officer, Contracting Officer, or Change Order, depending on usage. For these reasons,
when areferencefirst appears, usethefull phrase and follow it with the abbreviation or acronym
in parentheses, e.g., Commanding Officer (CO). When there are many abbreviations and/or
acronyms, include aglossary.
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Symbols. Usethefull word associated with the symbol unlessthe meaning isuniversally clear. For
example, itisbest to usefoot for ’, inch for ”, pound for #, at for @, and percent for %.

Numbers. Spell out numbersunder 10, and use numeralsfor figures 10 and above. Represent
dimensions, degrees of temperature, percentages, and dollars/centsasnumerals, e.g., 2inchesby 4
inches, 40 degrees F., 30 percent, $6.75. “One” or “zero” should always be spelled out when used
alone. When two numbers are used together to define both size and quantity, use awritten word for
one number, e.g., Six 55-gallon metal drums or eight 40-cubic yard containers. You can expressthe
same number in both words and numerals, e.g., ten (10) calendar days, but thisduplicationis
usually considered superfluous.

Redundancy and Repetition. Avoid redundancy and unnecessary repetition. They reduce clarity
and increasethelikelihood of ambiguity, inconsistency, and internal contradiction.

Misused Words and Phrases. Avoid certain words and phrases when devel oping a government
contract. If you use these wordsimproperly, the reader will not have a clear understanding of the
government’s requirements. Examples of these words and phrases and information regarding how
they impact government contractsfollow:

1. Useof shall and will. “Shall” isused to specify that aprovisionisbinding. It ordinarily
describesthework required of the contractor. “Will,” on the other hand, isused simply to
express astatement of actsand actionsthat will occur inthe future.

2. Useof any and either. These wordsimply achoice regarding what isto be done contractu-
aly. Unlesstheintent isto give the contractor a choice, specify thetrueintent. For instance,
theword “any” meansalimited number selected at the discretion of the reader (contractor).
The statement, “mow any areas over,” can mean any of the areas selected by the contractor,
while“mow areasover” meansevery area spelled out in the requirements. Theword “ either”
implies achoice between two options. If theintent isto require the contractor to clean both
sidesof theglass, “clean glasson either side” isan incorrect statement.

3. Useof and, or, and/or, and etc. Use*and” if both conditions areto be included; use“or” if
only one of the conditionsisto beincluded. Avoid using “and/or” because thisterm creates
ambiguity, i.e., both conditions can apply or only one can apply — the reader does not know
which. Because “ etc.” means “ others of the samekind and so forth,” thereader can easily
misinterpret itsmeaning.
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APPENDIX | — AWARD TERMS

SamMPLE OF ANAWARD-TERM PLAN

1.0 Introduction

Thisisthe basisfor evaluating the contractor’ s performance and for presenting an assessment of
that performance to the Term-Determining Official (TDO). The evaluation for the number of term
pointsto be awarded will begin at the start of the contract.

Award-term contracting is effective when the following conditions exist:

 performance metricsareobjective,
 along-term businessrelationship isof valueto the government and to the contractor, and
* the expected outcomes are known up-front.

The specific criteriaand procedures used for assessing the contractor’s performance and for deter-
mining the award term earned are described herein. All TDO decisionsregarding the award-term
pointsarefinal and not subject to dispute. Such TDO decisionsinclude, but are not limited to, the
number of points, if any; the methodol ogy used to cal cul ate the points; the cal cul ation of the points;
the contractor’s entitlement to the points; and the nature and success of the contractor’s perfor-
mance. Theaward term will be provided to the supplier through unilateral contract modifications
based upon points earned as determined by the TDO.

2.0 Organization

The award-term organization includes the TDO and an Award-Term Review Board (ATRB)
consisting of achairperson, the contracting officer, arecorder, other functional-area participants,
advisory members, and the performance monitors.

3.0 Responsibilities

a. Term-Determining Official. The TDO approves the award-term plan and any significant
changestoit. The TDO reviews the recommendations of the ATRB, considersall pertinent data,
and determines the earned award-term pointsfor each evaluation period. The TDO appointsthe
ATRB chairperson.

b. Award-Term Review Board Chairperson. The ATRB chairperson chairs the meetings of
the ATRB and appoints the nonmandatory members of the board and the performance monitors.
The ATRB chairperson briefsthe TDO on recommended earned term amounts and the contractor’s
overall performance and, also, recommends award-term plan changesto the TDO.

c. Award-Term Review Board. ATRB membersreview performance monitors' evaluation of
the contractor’s performance, consider all information from pertinent sources, prepareinterim
performancereports, and arrive at the earned award-term points recommendation to be presented to
the TDO. The ATRB will also recommend changesto this plan. An assessment of the contractor’s
performancewill be performed on ayearly basis.
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d. ATRB Recorder. The ATRB recorder isresponsiblefor coordinating the administrative
actions required by the performance monitors, the ATRB, and the TDO.

e. Contracting Officer (CO). The CO isthe liaison between contractor and government
personnel. Subsequent to the TDO’s decision, the CO eval uates the award-term points available
and modifiesthe contract period of performance, if necessary, to reflect the decision.

f. PerformanceMonitors. Performance monitors maintain written records of the contractor’s
performancein their assigned eval uation areas so afair and accurate eval uation is obtained. Moni-
tors prepareinterim and end-of -period eval uation reports as directed by the ATRB.

4.0 Award-Term Processes

a. Available Award-Term Points. The earned award-term pointswill be based on the
contractor’s performance during each evaluation period. An accumul ation of positive points (e.g.,
+50, +75, or +100) isrequired for aone-year term extension, while an accumul ation of negative
points(e.g., -50, - 75, or -100) resultsin aone-year reduction in the contract period. It isimportant
to tailor the point system to the particular acquisition.

b. Evaluation Criteria. If the CO does not give specific written notice to the contractor of any
changeto the evaluation criteriaprior to the start of anew evaluation period, usethe samecriteria
listed for the preceding period in the following award-term eval uation period. Modificationsto the
plan shall take effect in the next eval uation period.

c. Interim Evaluation Process. Conduct interim evaluations at |east every six months. At the
discretion of the TDO, perform interim eval uations more frequently, e.g., at major milestones. The
ATRB recorder notifiesATRB members and performance monitors 14 calendar days before the
midpoint of the evaluation period. Performance monitors submit their evaluation reportsto the
ATRB 21 calendar days after thisnotification. The ATRB determinesthe interim evaluation results
and notifiesthe contractor of the strengths and weaknessesfor the current evaluation period. The
CO may alsoissuelettersat any other timewhen it is deemed necessary to highlight areas of
government concern.

d. End-of-Period Evaluations. The ATRB recorder notifiesATRB members and performance
monitors 14 calendar days before the end of the eval uation period. The contractor presentsits self-
assessment to the CO within five working days after the end of the evaluation period. Thiswritten
assessment of the contractor’s performance throughout the eval uation period may also contain any
information that could be reasonably expected to assist the ATRB in evaluating their performance.
The self-assessment may not exceed 25 pages. Performance monitors submit their evaluation
reportsto the ATRB 14 calendar days after the end of the evaluation period. The ATRB forwards
copiesto the contractor. The performance monitors provide oral presentationsto the ATRB 21 days
after the end of the evaluation period. The contractor then gets an opportunity to addressthe
performance monitors evaluations. The ATRB preparesits eval uation report and recommendation
regarding earned or unearned award-term points. The ATRB briefsthe evaluation report and
recommendation to the TDO within 30 calendar days after the end of the evaluation period. The
TDO determinesthe overall award-term pointsfor the evaluation period within 45 calendar days
after each evaluation period. The TDO’sletter informsthe contractor of the earned award-term
pointsand thetotal cumulative points. Upon the accumul ation of sufficient award-term points, the
CO issues acontract modification within 15 calendar days after the TDO’sdecision ismade
authorizing an award extension or reduction based on the earned or unearned award-term points.
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5.0 Award-Term Plan Change Procedure

Proposed changesto theaward-term planwill bebilateral. If either party desiresachangeto the award-
term plan and amutual agreement cannot bereached, theorigina award-term planwill remainin effect.

AWARD-TERM CLAUSE

In addition to the terms set forth el sewhere in the contract, the contractor may earn an extension
or reduction to the contract period from aminimum of 5 to a maximum of 10 yearson the basis
of performance during the evaluation periods. The contractor is evaluated during thefirst year of
performance, but extensions or reductions start in the second year. If scores are very good during
Year 2, the contractor earnsYear 4; if scoresare very good inYear 3, the contractor earnsYear 5.
InYear 5, the contractor must earn a score of “excellent” for the contract period to be extended
beyond Year 5. Consistent scores of “excellent” during succeeding years earn contract period
extensions up to a maximum of 10 years.

You may reduce the contract period on the basis of the contractor’s performance against the
stated performance parameters. Award or deduct points during each year of the contract on the
basis of how the contractor has performed against the predetermined criteria. Extend or reduce
the contract period to reflect this assessment.

(&) Award Term. The award-term concept is an incentive that permits extension of the
contract period beyond the base period of performance for superior performance or reduction of
the contract period of performancefor poor performance.

(b) Term Points. Positive or negative points are accumul ated during each eval uation period
on the basis of the contractor’s performance. An accumulation of positive points (e.g., +50, +75,
or +100) isrequired for aone-year term extension, and an accumulation of negative points (e.g.,
-50, -75, or -100) resultsin aone-year reduction in the contract period.

(c) Monitoring of Performance. Performance monitors continually monitor the contractor’s
performance and send their reportsto the ATRB. The ATRB recommends an award term to the
TDO, who makes the final decision on the award-term amount on the basis of the contractor’s
performance during the award-term eval uation period.

(d) Award-Term Plan. The award-term plan specifiesthe evaluation criteria, the associated
points, and the associated award-term extensions or reductions.

(e) Modification of Award-Term Plan. Make changes to the award-term plan at any time
during contract performance, provided that both parties agree to them. If agreement cannot be
reached on changes, theinitial award-term plan remainsin effect.

(f) Self-Evaluation. Within 5 working days after the end of each award-term evaluation
period, the contractor will submit abrief written self-evaluation of its performancefor that period
to the CO. This self-evaluation shall be limited to 25 pages. It will be used in the ATRB’s eval u-
ation of the contractor’s performance during this period.

(9) Disputes. The TDO makes decisions regarding the award term. These decisionsinclude,
but are not limited to, the amount of the award term (if any), calculation of the award term, the
supplier’sentitlement to the award term, and the nature and success of the contractor’s perfor-
mance. These decisions arefinal and are not subject to dispute.

(h) Award-Term Extension. Modify the contract period to reflect the TDO’s decision. The
total contract ordering period, including extensions under this clause, will not exceed 10 years.
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You must include the award-term provision in the solicitation and resulting contract. If at any
time the contract period does not extend more than two years from the TDO’ s decision, the
operation of the award-term provision will cease and the ordering period will not extend beyond
theterm set at that time.
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APPENDIX J — WRIGHT BROTHERS PERFORMANCE-BASED
SPECIFICATION

SIGNAL CORPS SPECIFICATION, NO. 486.
ADVERTISEMENT AND SPECIFICATION FOR A HEAVIER-THAN-AIR
FLYING MACHINE

TO THE PUBLIC:

Sealed proposals, induplicate, will bereceived at thisofficeuntil 12 0’ clock noon on February 1,
1908, on behalf of the Board of Ordnance and Fortification for furnishing the Signal Corpswith a
heavier-than-air flying machine. All proposalsreceived will beturned over to the Board of Ordnance
and Fortification at itsfirst meeting after February 1 for itsofficial action.

Personswishing to submit proposal s under this specification can obtain the necessary formsand
envel opes by application to the Chief Signal Officer, United StatesArmy, War Department, Washing-
ton, D. C. The United Statesreservestheright to reject any and all proposals.

Unlessthe biddersare a so the manufacturers of the flying machine, they must state the name and
place of the maker.

Preliminary. — This specification coversthe construction of aflying machine supported entirely
by the dynamic reaction of the atmosphere and having no gas bag.

Acceptance. — The flying machine will be accepted only after a successful trial flight, during
which it will comply with all requirements of this specification. No payments on account will be
made until after thetrial flight and acceptance.

I nspection. — The Government reservestheright to inspect any and all processes of manufacture.
GENERAL REQUIREMENTS.

The general dimensions of the flying machinewill be determined by the manufacturer, subject to the
following conditions:

1. Biddersmust submit with their proposalsthefollowing:

(& Drawings to scale showing the general dimensions and shape of the flying machine
which they propose to build under this specification.

(b) Statement of the speed for whichitisdesigned.

(c) Statement of thetotal surface areas of the supporting places.

(d) Statement of thetotal weight.

(e) Description of the engine which will be used for motive power.

() The material of which the frame, pieces, and propellers will be constructed. Plans
received will not be shown to other bidders.
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2. Itisdesirablethat theflying machine should be designed so that it may be quickly and easily
assembled and taken apart and packed for transportation in Army wagons. It should be capable of
being assembled and put in operating condition in about one hour.

3. Theflying machine must be designed to carry two persons having a combined weight of
about 350 pounds, also sufficient fuel for aflight of 125 miles.

4. Theflying machine should be designed to have aspeed of at least forty miles per hour in still
air, but bidders must submit quotationsin their proposalsfor cost depending upon the speed attained
during thetrial flight, according to thefollowing scale:

40 miles per hour, 100 percent

39 miles per hour, 90 percent

38 miles per hour, 80 percent

37 miles per hour, 70 percent

36 miles per hour, 60 percent
Lessthan 35 miles per hour, rejected.
41 miles per hour, 110 percent

42 miles per hour, 120 percent

43 miles per hour, 130 percent

44 miles per hour, 140 percent

5. The speed accomplished during the trial flight will be determined by taking an average of
thetime over ameasured course of more than five miles, against and with thewind. Thetimewill be
taken by aflying start, passing the starting point at full speed at both ends of the course. Thistestis
subject to additional detailsasthe Chief Signal Officer of the Army may prescribe at thetime.

6. Beforeacceptanceatrial enduranceflight will berequired of at least one hour during which
time the flying machine must remain continuously in the air without landing. It shall return to the
starting point and land without any damage that would prevent it immediately starting upon another
flight. During thistrial flight of one hour, it must be steered in all directionswithout difficulty and at
all timeunder perfect control and equilibrium.

7. Threetriaswill bealowed for speed as provided for in paragraph 4 and 5. Threetrialsfor
endurance as provided for in paragraph 6, and both tests must be compl eted within aperiod of thirty
daysfrom the date of delivery. The expense of theteststo be borne by the manufacturer. The place of
delivery to the Government and trial flightswill be at Fort Myer, Virginia.

8. It should be so designed as to serve in any country which may be encountered in field
service. The starting device must be simple and transportable. It should also land in afield without
requiring aspecially prepared spot and without damaging its structure.

9. It should be provided with same deviceto permit asafe decent in case of an accident to the
propelling machinery.

10. It should be sufficiently simplein its construction and operation to permit an intelligent
man to become proficient in its use within areasonabl e length of time.

45



11. Biddersmust furnish evidencethat the Government of the United States hasthelawful right
touseall potential devicesor appurtenanceswhich may be apart of the flying machine, and that the
manufacturers of the flying machine are authorized to convey the same to the Government. This
refersto the unrestricted right to use the flying machine sold to the Government, but does not contem-
plate the exclusive purchase of patent rightsfor duplicating the flying machine.

12. Bidders will be required to furnish with their proposal a certified check amounting to ten
percent of the price stated for the 40-mile speed. Upon making the award for thisflying machine, those
certified checkswill be returned to the bidders, and the successful bidder will be required to furnish a
bond, according to Army Regulations, of the amount equal to the price stated for the 40-mile speed.

13. The price quoted in proposals must be understood to include the instruction of two menin
the handling and operation of thisflying machine. No extrachargefor this servicewill be allowed.

14. Biddersmust statethetimewhich will be required after receipt of order.

JAMES ALLEN,
Brigadier General,
Chief Signal Officer of the Army.

SIGNAL OFFICE,
WASHINGTON, D. C., December 23, 1907.

FORM No. 18.
Signal Corps, United StatesArmy.

THESEARTICLESOFAGREEMENT entered intothis__tenth  day of __February nineteen
hundred and eight __, between __Chas. S Wallace, Captain, _ Signal Corps, United StatesArmy,
of thefirst part and

Wilbur and Orville Wright, trading asWright Brothers,
of 1127 West Third Street, Dayton,

in the county of __Montgomery , Stateof __Ohio _, of the second part.

WITNESSETH, that in conformity with copy of the advertisement, specifications, and proposal
hereto attached, and which, in so far asthey relateto thiscontract, form apart of it, thesaid __Chas.
S Wallace, Captain, _ Signal Corps, United StatesArmy, for and in behalf of the United States of
America, andthesaid __Wright Brothers _ (hereinafter designated as the contractor) do covenant
and agree, to and with each other, asfollows, viz:

Articlel. That thesaid contractor shall manufacturefor and deliver to the United States of America,
one (1) heavier-than-air flying machine, in accordance with Signal Corps Specification No. 486,
dated December 15, 1907.
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Articlell. That thedeliverance of the suppliesand materias herein contracted for shall be made
inthe manner, numbers, or quantities, and for each number or quantity, on or beforethe date specified
therefor, asfollows, viz:

That complete delivery shall be made on or before August 28, 1908.

Articlelll. All suppliesand materialsfurnished and work done under this contract shall, before
being accepted, be subject to arigid inspection by an inspector appointed on the part of the Govern-
ment, and such as do not conform to the specifications set forth in this contract shall berejected. The
decision of the Chief Signal Officer, United StatesArmy, asto quality and quantity shall befinal.

ArticleV. That for and in consideration of the faithful performance of the stipulations of this
contract, the contractor shall be paid at the office of the Chief Sgnal Officer of the Army, at Washing-
ton, D.C for all suppliesand materialsdeliveredin conformity with the requirements of thiscontract,
on or beforethe dates above specified (Articlell, supra) and accepted, the following prices, viz:

One (1) heavier-than-air flying machine at atotal cost of twenty-five thousand (25,000) dollarsto
be paid as soon as practicable after the acceptance of the same, in funds furnished by the United
Statesfor the purpose, reserving ___ percent from each payment until final settlement, on completion
of the contract or otherwise.

ArticleV. Itisfurther agreed that for all suppliesand materials which shall not be delivered in
conformity with the requirements of thiscontract on or before the dates prescribed therefor inArticle
I1, above, but which shall be subsequently delivered and accepted, the prices shall be asfollows:

ArticleVI. Thatincaseof thefallureof the said contractor to perform the stipul ations of thiscontract
within thetime and in the manner specified above, Articles| to 11, inclusive, the said party of thefirst
part may, instead of writing further for deliveriesunder the provisions of the preceding article, supply the
deficiency by purchase in open market or otherwise, at such place as may be selected (the articles so
procured to be the kind herein specified, asnear as practicable); and the said contractor shall be charged
with the increased cost of the supplies and materials so purchased over what they would have cost if
delivered by the contractor on the date they were received under such open-market purchase.

ArticleVII. Itisfurther agreed by and between the parties hereto that until final inspection and
acceptance of, and payment for, all of the suppliesand materialsand work herein provided for, no prior
ingpection, payment, or act isto be construed asawaiver of theright of the party of thefirst part toreject
any defectivearticlesor suppliesor to requirethefulfillment of any of theterms of the contract.

ArticleVIIl. Thecontractor further agreesto hold and save the United States harmlessfrom and
against all and every demand, or demands, of any nature or kind for, or on account of, the use of any
patented invention, article, or process included in the materials hereby agreed to be furnished and
work to be done under this contract.

ArticlelX. Neither thiscontract nor any interest herein shall betransferred to any other party or
parities, and in case of such transfer the United States may refuseto carry out thiscontract either with
thetransferor or thetransferee, but all rightsof action for any breach of this contract by said contractor
arereserved to the United States.
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Article X. No Member of or Delegateto Congress, nor any person belonging to, or employedin,
themilitary serviceof the United States, isor shall be admitted to any shareor part of thiscontract, or
to any benefit which may arisetherefrom.*

ArticleX1. That itisexpressy agreed and understood that this contract shall be noneffective until
an appropriation adequateto itsfulfillment ismade by Congressandisavailable.

Article XI1. That this contract shall be subject to approval of the Chief Signal Officer, United
StatesArmy.

IN WITNESS WHEREOF the parties aforesaid have hereunto placed their hands the date first
hereinbeforewritten.

WITNESSES:
asto

Captain, Sgnal Corps, U.S Army
asto

Wright Brothersby OrvilleWright

APPROVED: , 190

Brigadier General,
Chief Sgnal Officer of the Army.

*Here add to any contract made with an incorporated company for its general benefit the following
words, viz: “But thisstipulation, so far asit relatesto Members or Delegates of Congress, isnot to be
construed to extend to this contract.” See section §780, Revised Statutes.

This material has been prepared for instructional purposes only. Request for reproduction should be
addressed to the Commandant, United StatesArmy L ogistics Management Center, Fort Lee, Virginia.
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APPENDIX K- REFERENCES AND WEBSITES

http://www.acqg.osd.mil/ar/doc/gander pbsa.pdf
Department of Defense policy on PBSA, 5April 2000

http://web2.deskbook.osd.mil/default.asp
DefenseAcquisition Deskbook

http://far site.hill.af. mil/VFFARLHTM
Federal Acquisition Regulation (FAR)

http://www.safag.hq.af.mil/contr acting/toolkit/part37/
Air Force Contracting Toolkit on Services

http://acgnet.sar da.ar my.mil/
Army Acquisition Website

http://www.acq-r ef.navy.mil/
Navy Acquisition Reform

http://www.dodig.osd.mil/audit/r epor ts/00r epor t.htm
Office of the Inspector General, Audit Report on Contractsfor Professional, Administrative and
Management Support Services, 10 March 2000, Report No. D-2000-100

http://www.ar net.gov/Library/OFPP/BestPr actices/
Best Practicesfor Performance-based Contracting, Best Practices, Final Edition, October 1998

http://www.pr.doe.gov/9808atc.htm
Department of Energy, Performance-based Contracting Guide, June 1998

http://www.ogam2000.com/acquisition
Health and Human Services (HHS) Performance-based Contracting Desk Reference
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